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On the Causes which compelled the Suspension of the Bank Act
in 1847, 1857, and 1866

14. The monetary pressure which we have been considering
passed away for the time, but another, much more severe, came on
in the autumn, which ended in a monetary panic, and on the 25th
November, 1847, the Government authorised the Bank to exceed
the limits allowed by the Act of 1844, if they considered it neces-
sary so to do to restore commercial confidence. This suspension
of the Act was perfectly successful; and on two similar occasions,
in 1857 and in 1866, a similar course was followed with similar
icsults. We have given a full narrative of the course of events
preceding these panics in a preceding chapter. We must now
only examine the reasons which made this course necessary, and
why it was successful

Ever since the enormous development of ,the Credit system of
commerce in modern times, great commercial failures have pe-
riodically recurred, producing the most wide-spread distress; and
there have been two conflicting Theories as to what the action of
the Bank ought to be in a Monetary Crisis

1.    One Theory maintains that in such a Crisis the Bank
should liberally expand its issues, to support Commercial Credit.
This Theory may be called the Expansive Theory

2.    The other Theory maintains that in such a Crisis the
Bank should rigorously restrict its issues to their usual amount,
or even contract them.   This Theory may be called the Re-
strictive theory

Both these Theories have been tried in practice, and discussed
by the most eminent authorities, and we may succinctly examine
the results

The first great monetary crisis in modern times took place in
1763, after the termination of the seven years' war. This great
disaster occurred at Hamburg and Amsterdam, where the " Cur-
rency Principle " was in full operation, and there was no Banking
Credit whatever, except what represented specie. The failures
began at Amsterdam, among the principal merchants. The Bank
had no power to assist them; and the resources of the private
bankers were exhausted. Hearing that the Amsterdam bankers